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CONPIDENTIAL LISBON 5512 

LIMDIS 

PASS TEASURY POR SYVRUD 

E.O. 11652: GDS 
TAGS: EPIN PO 

SUBJECT: POREIGN EXCHANGE CRISIS 

1. SOARES TOLD ME TODAY, JULY 18, THAT WITH BIS LOAN, GOP 
HOPED TO PUT OFP CRISIS UNTIL MID-AUGUST. CONVERSATIONS WITH 
THE IMP WOULD START TOMORROW AND HE WAS HOPEPUL SOME RELIEF 
COULD BE WORKED OUT. NEVERTHELESS, RENEWED PROBLEMS WOULD 
EXIST IN SEPTEMBER AND PORTUGUESE GOLD WOULD HAVE TO 

BE SOLD. THIS WOULD ADD TO THE GOVERNMENT'S POLITICAL 
PROBLEMS. 

2. IN THIS CONNECTION, SOARES NOTED THAT ESP GOLD REPAYMENT 
WAS DUE AUGUST 1 . AT SOME POINT IT WOULD BE NECESSARY POR 

HIM TO EXPLAIN GOLD SITUATION AND PORTHCOMING SALES TO LEADERS 
OP DEMOCRATIC OPPOSITION, BUT HE HESITATED TO DO SO DURING 
INTENSE AND AT TIMES HEATED NEGOTIATIONS ON KEY LEGISLATION. 

HE WONDERED IP IT WOULD BE POSSIBLE POR US TO POSTPONE ESF 
REPAYMENT POR APPROXIMATELY PIFTEEN DAYS UNTIL THE MIDDLE OP 
AUGUST. I TOLD HIM I HAD ALREADY DISCUSSED THIS WITH 
PINANCE MINISTER WHO WAS SENDING ME A LETTER WHICH I WOULD 
PORWARD TO WASHINGTON. 
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3. OTHER THAN THE ABOVE REQUEST, SOARES DID NOT ASK ANY 
DIRECT ASSISTANCE PROM US. I HAD IMPRESSION THAT 
HE SOMEHOW HOPES GOP CAN NOW SQUEK THROUGH WITHOUT 
SUCH A REQUEST, BUT AT THIS POINT THIS IS PAR PROM A 
CERTAINTY. 
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